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SUBJECT: COUNTERVAILING DUTIES FOR NONMARKET ECONOMIES 

REF: BUCHAREST 1292; STATE 040671 (BOTH NOTAL) 

1 . TREASURY AND STATE ARE CONSIDERING VARIOUS APPROACHES 
TO THE PROBLEM POSED IN INVESTIGATING SUBSIDIES AND ASSES- 
SING COUNTERVAILING DUTIES (CVD) ON IMPORTS FROM NONMARKET 
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ECONOMY (NME) COUNTRIES. NONE OF THE ALTERNATIVES IS WITH- 
OUT DISADVANTAGES, AND WE DO NOT EXPECT A QUICK DECISION. 

2. DISCUSSIONS WITH THE POLISH DELEGATION DESCRIBED 
STATE 040671 WERE LIMITED TO THE IMMEDIATE QUESTION: HOW 
TREASURY CAN BEST IMPLEMENT THE CVD LAW AS IT NOW STANDS. 
INCLUDING ISSUING REGULATIONS ON CVD INVESTIGATIONS (SEE 
TRADE ACT SECTION 331). 

3. OFFICIALS OF THE NEW ADMINISTRATION HAVE NOT HAD AN 
OPPORTUNITY TO CONSIDER LEGISLATIVE OPTIONS, AND WE DO NOT 
WISH TO RAISE SUCH OPTIONS WITH CONGRESS OR WITH FOREIGN 
GOVERNMENTS UNTIL THEY HAVE HAD A CHANCE TO DO SO. THE 
IMPLICATIONS ARE COMPLEX: FOR EXAMPLE, HANDLING NME DUMPING 
AND SUBSIDY CASES AS MARKET DISRUPTION CASES WOULD DISCRIMI- 
NATE AGAINST MARKET ECONOMIES UNLESS AN APPROPRIATE INJURY 
TEST WERE ADDED TO THE EXISTING CVD LAW. SUCH A CHANGE IS 
UNLIKELY UNLESS AN INTERNATIONAL SUBSIDIES CODE SATISFACTORY 
TO CONGRESS IS NEGOTIATED IN THE MTN. IN ADDITION, OTHER 
CHANGES WOULD BE NEEDED TO THE CVD AND ANTIDUMPING ACTS, 
INCLUDING DROPPING THE PROCEDURE CONGRESS PRESCRIBED IN 

1974 FOR ANTIDUMPING INVESTIGATIONS OF EXPORTS OF STATE- 
CONTROLLED ECONOMIES (SEE TRADE ACT SECTION 321). 

4. OVERSIGHT HEARINGS ON THE TRADE ACT ARE EXPECTED TO 
BEGIN IN APRIL IN THE HOUSE WAYS AND MEANS COMMITTEE, SUB- 
COMMITTEE ON INTERNATIONAL TRADE (CHARLES VANIK, CHAIRMAN). 
IT IS POSSIBLE THAT SOME OF THESE ISSUES WILL BE AIRED 

THEN. 
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